CHAPTER 1 



General Observations 



1.1. The outstanding impression we have gained is of an industry the pro- 
gressive members of which are lively and full of new ideas, willing to experiment 
and not afraid to change their practices and procedures. This appreciation 
applies not only to those actually working within the industry but to the asso- 
ciated professions and other organisations. Mechanisation, industrialisation 
and the use of new techniques and materials are already changing long estab- 
lished methods and practices. Many of those engaged in the industry are 
initiating and actually participating in these changes and the professions and 
other bodies associated with it have given a tremendous amount of time and 
thought to the investigation of particular difficulties and to suggesting remedies. 
The country as a whole owes much to all this endeavour and the foresight of 
those taking part. 

1.2. In spite of all this, the industry and the associated professions, looked at 
as a whole, do not appear to move forward with the speed and purpose of the 
active members to whom we have just referred. This is in our view largely due 
to the fact that the various sections of the industry have long acted independently. 
We consider that the most urgent problem which confronts the construction 
industry is the necessity of thinking and acting as a whole. It has come to regard 
itself as a series of different parts, roughly consisting of professional advisers, 
specialist advisers, contractors, specialist contractors and suppliers, and opera- 
tives of various crafts and skills. Existing practices and conventions in the 
professions, in the letting, form and management of contracts, and even the 
practice of regarding every job as an entirely separate entity, owe much to this 
approach. These attitudes and procedures must change if the country is to 
benefit from all the new ideas and new techniques which are already being used 
by many members of the industry. While we make suggestions for alterations 
in practices and procedures, these will be of no avail until those engaged in the 
industry themselves think and act together. 

1.3. The construction industry has been the subject of many reports and 
investigations since the end of the war and has received plenty of information 
and advice and much to read. We have no intention of going over all this 
ground again : but for the convenience of those interested we have recorded a 
list of these reports and investigations, and some of the other publications which 
have appeared, in Appendix IV. 

1.4. It is also not our intention to give statistics about the industry : these 
are well known. We have had, however, to remind ourselves that nearly a third 
of the labour force which the industry employs is engaged on repair and main- 
tenance work and that nearly 90 per cent of the firms in the construction industry 
employ less than 20 persons. Most of the difficulties which arise in the placing 
and management of contracts relate to work of new construction ; our recom- 
mendations are of particular importance in that kind of work, but many of them 
are just as relevant to works of maintenance and repair and small jobs. 
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1.5. It is dear to us that existing contractual and professional conventions, 
designed in and for other days, do not allow the flexibility which is essential to an 
industry in the process of modernisation and will have to be reviewed. Our task 
is to promote eiSciency and economy and whilst we have made suggestions we 
have not gone into details, as to do so might itself impose a new form of rigidity. 
Experiment, including trial and error, in many of these fields is essential and 
existing notions in relation to modes of procedure and public accountability 
piust not be allowed to stand in the way. All those concerned will have to make 
the experiments and devise the methods which are most suitable, in the light of 
experience, to safeguard the interests of those involved and to secure efficiency 
and economy. There are no hard and fast rules by which all this can be achieved. 

1.6. We are greatly in debt to the various bodies and organisations who in 
recent years have made their views known on many of the matters referred to in 
this Report. We are aware that a great deal has been done by the rnany repre- 
sentative organisations within the industry to develop and publicise modern 
practices in contractual and other matters. But these efforts require both 
co-ordination and help if they are to become fully effective, and we consider 
that this can oest be acliieved by action at the centre. Such work as that 
undertaken by National Joint Consultative Committee of Architects, Quantity 
Surveyors and Builders and similar groups needs to be encouraged and assisted 
and a still wider field of investigation covered and all this work must be co- 
ordinated. To succeed, however, the goodwill of the whole of the industry is 
essential. 

1.7. We therefore recommend that the Ministry of Public Building and 
Works should at an early date confer with all the interests concerned to 
stimulate, co-ordinate, review and publicise progressive developments in rela- 
tion to contractual and managerial practices and associated ideas: and to take 
such action as may be necessary to achieve this: end and to cover the wider 
field of our recommendations. We regard the provision of a full time secre- 
tariat, with expert advice where appropriate, as essential to support the existing 
work, bring about the necessary co-ordination and extend the field of 
investigation and we consider that effective and generous financial support 
should be given by the Government to bring this about. 
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CHAPTER 2 



The Team in Design and Construction 

The client 

2.1. Building owners or developers are of many types, ranging from Govern- 
ment departments, nationalised industries, public authorities and large public 
companies, through organisations wliich, although experienced in other matters 
rarely require a new building, down to the private individual who proposes to 
build a house for himself and his family ; for easy reference we use the word 
“ client ” in referring to any or all of these. 

The importance of time 

2.2. Many of the difficulties and criticisms of present practices and procedures 
arise from the fact that those who find it necessary to spend money on construc- 
tion work seldom spend enough time at the outset on making clear in their own 
minds exactly what they want or the programme of events required in order to 
achieve their objective ; nor is the importance of spending time in this way 
sufficiently emphasised by their professional advisers. Insufficient regard is 
paid to the importance or value of time and its proper use in all aspects of a 
project, from the client’s original decision to build, through the design stages and 
up to final completion. Time well spent can mean time and money saved. 
Modern techniques of programming should be used to provide an overall 
discipline for all concerned. 

2.3. It is natural that a client, having taken the decision to build, should wish 
to see work started on site at the earliest possible moment. It is the duty of 
those who advise him to make it clear that time spent beforehand in settling the 
details of the work required and in preparing a timetable of operations, from the 
availability of the site to the occupation of the completed building, is essential 
if value for money is to be assured and disputes leading to claims avoided. It is 
also necessary for the client to be told of the need to give the contractor time 
to make his own detailed arrangements after the contract has been let, and of the 
penalties of indecision and the cost of changes of mind once the final plans have 
been agreed. It would be to the benefit of the whole industry if the impact of 
claims was substantially reduced. We do not for one moment suggest that 
variations in themselves are necessarily wrong ; for, in fact, in many cases they 
can be essential to the interests of the work. On the other hand, there is no 
doubt that inadequate programming and information are the cause of many 
claims which could and should have been avoided ; such inefficiency leads to 
loss of productivity, waste and intense irritation. 

Minor works 

2.4. There is a wide range of construction in which the client deals not with 
professional advisers but directly with the contractor ; we have in mind a great 
part of private house-building and work — ^in the form of new building or main- 
tenance — carried out by jobbing builders. It is just as important in this sphere 
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that a client should spend time in making his plans before he starts, and the 
building contractor, in his own interests as well as those of the client, should 
ui-oe him to do so. It is particularly in this field that difficulties so often arise 
because of lack of forethought before work is commenced. It is unfortunate 
tliat there is no generally recognised standard of workmanship or competence 
which is known to the public at large and accepted by all builders. The National 
House-Builders Registration Council is, within its limited field, a step in^ the 
right direction, but we consider that further close consideration should be given 
to this subject, since the client should be entitled to expect work of a known and 
accepted standard when he embarks on any building or maintenance work. 



The design team 

2.5. A design and a programme of work are essential prerequisites to any 
construction project. For this purpose it is usual to seek the advice of an 
architect or engineer (or both) as the case may require ; and in many cases, even 
now, that is all the advice that is needed. But construction work is not as 
simple as it was. It is becoming increasingly more complicated and highly 
mechanised, and there are signs, as is shown by the practice of a number^ ot 
professional advisers, that in many modern building and civil engineering 
projects the advice and collaboration of a professional team is called for from 
the outset. Although in general the architect or engineer wi 1 act as the leader 
(and it is the quality of co-operation within the team rather than the identity oi 
its leader that is really important) it is essential in our view, and current experi- 
ence bears us out in this respect, that the specialist consultants, some of whoin 
may in fact also be specialist contractors, should be brought in at the earliest 
stage as full members of a design team. The professional man trained as a 
quantity surveyor should be a member of such a team in any event ; but li the 
client is to benefit from cost planning techniques, the quantity surveyors 
presence is essential from the start. 

The place of the contractor 

2.6. There are also occasions when it is appropriate for the mmii contractor 
to be appointed and brought into the team before the design is finished and the 
programme of work finally settled. Many general building and civil engineering 
contractors have developed highly specialised techniques m design and con- 
struction which can usefully be taken into account by the designer in tormu- 
lating his scheme and, design apart, site operations have come to involve the 
deployment of expensive machines and labour on a very large scale, so that their 
full and economic use has become crucial to the conduct of operations as a 
whole. To call in a contractor to a site on which a complicated scheme the 
planning of wliich may have taken months or even years— is to be executed, 
and to expect him to be able to make himself thoroughly familiar with his task 
and to settle the right way in which to do it, when work must start within a tew 
weeks or days, is unreasonable. Those who continue to regard design and con- 
struction as separate fields of endeavour are mistaken, and it is not out of place 
in this connection to recall the words used by Sir Harold Emmerson in paiagiaph 
27 of his Survey of Problems before the Construction Industries* : ‘ In no other 
important industry is the responsibility for design so far removed from the 
responsibility for production ”. 



*H.M.S.O„ price Is. 6d. 
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The professions 

2.7. The development of this theme of co-operation in design and construction 
has led us to consider the practices and conventions of the professions con- 
cerned. How far is it possible under present conditions for comprehensive 
advice to be given? In the field of civil engineering there appears to be little 
difficulty. Those with professional qualifications can be engaged either by the 
client or by the contractor, and there are no professional restrictions affecting 
the employment of civil engineers in this way ; possessing the same background, 
representatives of both sides are able to understand each other without diffi- 
culty and to their mutual benefit. As regards building we know that group 
practice of architects, engineers and quantity surveyors, in formal partnerships or 
ad hoc consortia, is already taking place. On the other hand, we understand 
that architects can be employed by contracting firms but are not permitted to 
become directors ; while members of the Royal Institution of Chartered 
Surveyors in their capacity as quantity surveyors are not permitted to maintain 
other than an independent professional role. While we are not qualified to 
pronounce on the merits or otherwise of the various professional rules, it 
appears to us that a new and searching examination of the case for retaining 
restrictions is required. 

2.8. The professional institutions and the organisations representing con- 
tractors are aware that there exists a wide range of common problems, in the 
relationships between members of the design and construction teams ; from 
the client (who must not be regarded as being outside the team) through his 
advisers, to the contractor and the contractor’s man on the site. Their concern 
has been shown by the recent establishment of a Communications Research 
Committee. This followed the completion of a Pilot Study on Communications 
in the Building Industry which was carried out in 1963 by the Tavistock Institute 
of Human Relations on behalf of the National Joint Consultative Committee of 
Architects, Quantity Surveyors and Builders’*, and other studies within the 
institutions themselves. New relationslups are essential if the land of advice 
which is needed for modern building is to be made readily available, and we 
warmly welcome all the steps which are now being taken within the industry to 
solve the problems involved. 

Training 

2.9. In this connection it is important to remember that the training of those 
engaged in design and those engaged in building is, for the most part, quite 
different. There is, however, such a close and growing inter-relationship between 
the two that each could with advantage possess a working knowledge of many 
of the processes hitherto known only to the other. The establishment of 
University Chairs in Building and recent activity concerning architectural 
training show that both builders and the professions are aware of the practical 
difficulties that arise from these differences in approach. 

Site managenrent 

2.10. Efforts to integrate design and to ensure that the work of construction is 
properly programmed will be largely nullified if site organisation is inadequate. 
Site agents, resident engineers and clerks of works are, without doubt, key 
figures on a building site, and the successful completion of any scheme may well 



♦N.J.C.C. Price 10s. Od. 
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depend upon their ability. Much more attention should be given to the status 
and training of site agents. They are not simply technicians for whom a craft 
and technical training alone is sufficient; they ate men of whom competence is 
required also as managers and organisers. They must be capable of taking, and 
invested with power to take, important decisions with the full authority of 
their employer, and it is of the greatest importance that their recruitment and 
training should be based on a full recognition of their managerial function, and 
that those concerned should take the necessary steps to ensure that the type of 
man required is carefully selected and given adequate training. 

2.11. The breaking down of the present dividing line between design and 
construction, and the recognition of the fact that contractors are sometimes able 
successfully to take part in the preparation of a project will mean that, in some 
cases, changes will have to be made in the time honoured procedures under which 
contracts are let. We now go on to discuss in detail against this background, 
how, when and in what manner contractors are appointed. 
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CHAPTER 3 



Appointing the Contractor 



Competition 

3.1. The placing of contracts on the basis of competitive tenders has had 
such a profound effect on existing practices and procedures that we have given 
considerable thought to its value, bearing in mind the great range in character 
and scope of contracts. 

3.2. We know that although open competitive tendering has been criticised 
for a number of years it is still widely used, particularly for work done by local 
authorities. While competition has an important place, it can be made to play 
its part more effectively— both in the somewhat specialised conditions of 
public authority work and in the private sector — ^if a measure of selection in 
regard to the suitability of the contractor is adopted before tenders are invited. 
We believe that there are also occasions when even selective competitive tender- 
ing is not appropriate and direct negotiation with two or three contractors or 
even a single firm may be preferable. 

Open and selective tendering 

3.3. Many clients consider that a building can only be secured at the lowest 
possible cost if each job is advertised and all contractors are free to quote a 
price in competition without any prior enquiry regarding their competence to 
do the work. It is said that only free competition enables the suspicion of 
favouritism to be removed, no firm wishing to tender being eliminated until 
after tenders have been received. Thus the up and coming firm is given an 
opportunity to obtain contracts, and no firm wishing to tender is prevented from 
doing so. 

3.4. The Simon Committee* disputed this. It held, in paragraph 3^ of 
its report, that “ low prices resulting from indiscriminate tendering lead to bad 
building and . . . lower the standards of honesty and craftsmanship m the 
industry It also held that it was in the best interests of neither the client nor 
the industry that the only test should be that of price, and that “ it is ... a 
fundamental condition of good building that every contract shall be placed at a 
fair price with a responsible builder ”. These views have been supported by 
every other Committee and Working Party which has considered the matter 
over the last 20 years. 

3.5. We agree with the Simon Committee. There are most powerful argu- 
ments for limiting invitations to tender to a realistic number of fims, all of 
whom are capable of executing the work in question to a recognised standard 
of competence ; to rely on price alone without regard to competence md 
experience, the quality of materials and finish and the ability to comply with a 
programme is to ignore factors vital in securing value for money spent. 



•Report on the Placing and Management of Building Contracts; 1944. H.M.S.O. 
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3.6. It has been suggested to us that there is no need to apply selective tender- 
ing to civil engineering work. We cannot see that any such distinction can be 
made • our reasons for supporting selective tendering are just as relevant in this 
work as elsewhere. Others have said that selective tendering is appropriate 
only to large construction contracts; that the smaller routine job should be 
regarded as within the capability of any contractor ; and that open competition 
should therefore be used for this type of work. We are unconvinced. Work 
of any kind, however modest it may appear, can be mishandled and skill, 
competence and resources are of as much relative value in the small job as in the 
large. It is sometimes suggested that performance bonds can provide an 
adequate safeguard in the event of failure when open tendering is used. Although 
such bonds are not without value, the premiums add to the total cost to the 
chent and offer insufficient recompense for the expense, inconvenience and loss 
of time which arise from the need to rectify badly executed or incomplete work. 

Local authorities 

3.7. Although the conclusions of the Simon Committee and other bodies 
on this subject have been accepted over a wide field — the Ministry of Public 
Building and Works has been practising selective tendering since 1939, arid 
other Government departments and nationalised bodies have followed suit in 
more recent times — the system has not been adopted to anything like the same 
extent in the other field of public expenditure ; viz., local government. The 
reasons for this are probably that a selective system has been thought by some 
not to meet the needs of public accountability, and that the necessary changes 
have not been made in central and local government procedures. 

Public accountability 

3.8. On the question of public accountability, in addition to the need to 
demonstrate that the best bargain has been obtained for public money, much 
emphasis has always been laid on the need for local authorities so to deal with 
contractors as to avoid any suspicion of favouritism ; it has been felt that 
only open competitive tendering could satisfy these two requirements. On the 
first, experience shows that it is fallacious to suggest that the lowest tender 
obtained in open competition will necessarily result in the lowest final cost. 
As regards favouritism, we do not accept that the position of local authorities is 
different from that of other public bodies. Some of these, including Goveroment 
departments, have, as we have already indicated, used selective tendering for 
years, and we consider that procedures for local authorities can be devised which, 
if properly operated by elected representatives and their officials, are as proof 
against malpractices or the suspicion of them as other procedures involving 
public expenditure. It is always possible to challenge public authorities; and 
local authorities in particular, meeting as they do in public and doing their 
construction work in the public gaze, can easily be called upon to account for 
their procedures before as well as after contractors have carried out the work. 

Standing Orders 

3.9. The second difficulty, to wliich we referred in paragraph 3.7, arises from 
the fact that the necessary changes have not yet been made in central and local 
government procedures to pave the way for selective tendering. In England and 
Wales the Standing Orders of local authorities control, amongst other things, the 
way in wliich tenders are invited ; but they cover much niore than this— in fact 
they operate over a wide range of local authority activities. These Standing 
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Orders are based in the main on a Model issued in 1957 by the Ministry of 
Housing and Local Government for the guidance of local authorities. In a 
prefatory memorandum to this Model the view is expressed that “ public notice 
of the intention of a local authority to enter into a contract and public invitation 
to tender were, in Section 266 of the Local Government Act of 1933 and 
■Section 160 of the Local Government Act of 1939, clearly intended by Parlia- 
ment generally to he the rule The memorandum goes on to say, “ Model 
Standing Orders are so framed that any departure from this rule shall be ex- 
ceptional, though it is recognised that in some instances there may be special 
circumstances which would make it reasonable for a local authority to modify 
this practice.” 

3.10. The Standing Orders of most local authorities, not surprisingly, reflect 
tills bias towards open tendering, so that when other methods of contracting 
are desired it is often necessary to resort to the device of suspending Standing 
Orders in order that the particular transaction may be excepted from their 
operation ; this is undesirable and likely to diminish the respect in which these 
Orders are held. Clearly, when new methods of contracting are found by 
experience to be advisable there must be a positive provision in the Standing 
Orders to allow this. 

3.11. Scottish authorities do not receive guidance in the form of Models and 
can therefore adopt the Standing Orders of their choice. Nevertheless the 
Scottish Local Government Act contains the same bias towards open tendering 
as its English equivalent. 

3.12. In the light of the considerations set out above, we are convinced that 
it is high time, whatever steps may be necessary to achieve this, that the bias in 
favour of open tendering in current local authority Standing Orders should be 
removed. With this in mind we sent our letter to the Minister of Public 
Building and Works on 27th June, 1963 ; tliis is reproduced in Appendix III 
together with the Minister’s reply. We are glad to note that the Ministers 
concerned have accepted our interim recommendation and that discussions 
on its implementation are now proceeding between the local authority 
associations and the Government departments concerned. We understand that 
these discussions will include the drawing up of general rules for the conduct of 
selective tendering, as a framework within which authorities large and small can 
operate so as to satisfy the requirements of public rectitude. Although it is the 
responsibility of the authorities and departments concerned, and not of this 
Committee, to draw up detailed selective tendering procedures, we feel that there 
are certain important points of wliich account should be taken when tins is 
done and we refer to these in Chapter 4. 

When to appoint 

3.13. The feeling still persists that the main contractor can contribute little 
during the planning of a scheme and that he need not therefore be selected until 
this is complete. We have already said that we do not regard tliis view as valid, 
since increasing numbers of contractors are capable of playing a part in, for 
example, deciding on types of construction to be adopted and the programme to 
be followed, as well as performing their role as executants of the project. ^ If 
advantage is to be taken of their skill and knowledge, the point in time during 
the overall process of planning and construction at which the appointment of 
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the contractor is made, becomes important. Jobs have been done in which the 
contractor has been appointed early to work as part of the team in developing 
the details of the project and establishing its cost; but, with conspicuous 
exceptions, pubhc authorities have not to any extent made use of such arrange- 
ments. This may be due to fears that to do so would be contrary to established 
notions of public accountability. Although competition on the common basis 
of a fully detailed scheme is of necessity absent and the client cannot receive 
a firm estimate of cost until he has become in some degree committed to a 
particular contractor, we do not share these fears. Such transactions have not 
only been found to be advantageous in the field of private enterprise but have 
also been entered into by certain public bodies. If advantage is to be gained 
from early co-operation with the contractor we see no reason why public 
authorities generally need be deprived of the opportunity to make use of such 
methods by adherence to outmoded procedures. 

3.14. Earher selection need not preclude competition. There can for 
example be a “ two stage ” procedure, beginning with a preliminary competition 
based on an outline, in which the offers of selected firms are considered in the 
light of such factors as management and plant capacity, and the basis of their 
labour rates, prices and overheads. In the second stage the chosen contractor 
works as a member of the team, while details are developed and bills of quantities 
drawn up, and at the end of this time submits a more detailed price which if 
satisfactory becomes the formal contract sum. If a satisfactory price does not 
emerge and cannot be negotiated, the client can in the last resort select another 
contractor, although we should expect this to happen ye^ seldom. Provision 
must of course be made in the conditions of the preliminary appointment to 
pay the original contractor for work done during the working up period shouid 
his final price prove unacceptable. This is one way in which an element of 
competition can be introduced and we know that others, including schemes 
based on bills of approximate quantities, exist. However, none of them is 
perfect and there is urgent need for further experiment and investigation into 
methods of securing early co-operation with the contractor on terms which are 
satisfactory to client and contractor alike. 

3.15. Arrangements of this kind provide competition in a new sense, and 
also enable the contractor to join the team at a time which is precluded by 
existing procedures ; this provides, in our view, undeniable advantages for the 
chent in solving some of the failures in communication and understanding 
between designers and contractors and contractors and sub-contractors which 
have hampered the industry in recent years. The contractor appointed at an 
early stage will be able to develop a close relationship with all the other 
partners in the design and construction team before work begins on site, to plan 
the work properly and so ensure speedy and economical working while it is in 
progress. We recognise that there will be many jobs to which these procedures 
will not be appropriate ; in these cases full preplanning before invitation of 
tenders can and should continue to be the aim, although (as we emphasise in 
Chapter 4), there is everything to be gained, even with a “ normal ” lump sum 
competitive contract, from a period of programming and consultation between 
all parties, after the letting of the contract, and before a start is made on site. 

One job or a programme ? 

3.16. Our discussion of the early selection of contractors has so far been 
confined within the context of the individual job. It is a commonplace that 
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higher productivity and greater standardisation result in more economical prices, 
hut each major product of the construction industry has commonly been regarded 
as unique and therefore normally to be designed, contracted for and constructed 
in isolation. That this may not be either ideal or inevitable is now being 
reaUsed, since to treat each contract as a separate entity, for the purpose of 
inviting tenders, appointing a contractor, .setting up management and con- 
struction teams, organising labour and materials supply lines and the 
acquisition or hiring of plant, is to overlook social and economic factors import- 
ant in making the best use of the industry’s human and material resources. 

3.17. The construction industry has been criticised for its casual methods of 
employing labour. Its employees can more easily be offered continuous 
employment if firms are able to count on work for longer than the periods of the 
contracts on which they are working or which they have recently obtained. 
By the same token, the use of mechanical equipment to speed up operations and 
reduce the amount of labour required on site will best be encouraged if 
contractors have a programme of further work on which the plant can be 
employed. At a time when the full and efficient use of labour is becoming a 
governing factor in the economy of the construction industries, the very real 
waste involved in allowing the knowledge, expertise and team spirit built up 
during a major project to be dispersed as soon as the particular job is finished 
is very much to be deplored. 

Serial contracting 

3.18. It is with these considerations in mind that certain public authorities 
have evolved a system whereby a contractor who is successful in an initial 
competition is assured, subject to his giving satisfactory service, of a prescribed 
programme of further suitable work on agreed terms, the rates and prices for 
the first job being used as tlie basis for the remainder of the programme. This 
system offers incentives to firms to maintain a high standard of workmanship 
and co-operation, and produces savings in time by eliminating lengthy 
pre-contract procedures for each project in a programme. Serial programmes 
also enable teams of men and plant, organised for particular services on 
different schemes, to be moved on to successive jobs without the need to break 
up the team. It is desirable but not essential that jobs to be programmed should 
be exactly similar, since even apparently diverse jobs often have many elements 
in common and can be linked together in a programme. Insofar as individual 
local and other authorities may consider their own programmes of work are 
too small to be treated in this way, recent proposals aimed at assisting them to 
join together, in making their arrangements so as to get the benefit of larger 
contracts and more continuous working, are of particular importance. While 
we are aware that there will be legal and administrative problems which will 
have to be settled, we are sure that serial contracting has much to offer. 

3.19. It has been suggested that the widespread adoption of serial tendering 
will tend to reduce the number of competitions held, and that the size of pro- 
grammes will be such as to eliminate all but the very largest contractors. Small 
firms can join together in consortia where sizeable programmes are at stake ; 
but the extent of the work now facing the construction industry is so great that 
no efficient firm can possibly have any real doubt as to its ability to obtain work. 
Serial tendering can be operated successfully where traditional methods of 
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construction are used, but its advantages are enhanced if building programmes 
are Knked with the large scale production of factory-made components. 

Industrialisation 

3.20. The aim must be to bring to construction the economy and efficiency of 
the production line by dimensional co-ordination and standardisation, by 
completing as many processes as possible off site, away from weather hazards, 
and by reducing the amount of site labour necessary for final construction and 
assembly. We see no reason to fear that standardisation and industrialisation, 
in achieving these aims, need lead at the same time to a deterioration in standards 
of quality or design. 

Negotiation 

3.21. These developments are in effect refinements of the practice of selective 
tendering. We have also considered whether in suitable cases all competition 
can be dispensed with and contractors chosen by direct negotiation on the basis 
of experience, knowledge and repute. 

3.22. The term “ negotiated contract ” is very loosely used, covering arrange- 
ments ranging from the fully pre-planned scheme for which one contractor is 
invited to tender for the building work, perhaps for a lump sum, to the type of 
package deal in which a single firm is responsible for the design and construction 
of a scheme from beginning to end. We know there are many cases of long 
standing and highly satisfactory relationships between clients and contractors 
based on mutual confidence and that such relationships can lead to speedy, 
economical and skilful satisfaction of the client’s requirements without resort to 
conventional competition. The private client is free to decide whether his 
interest will best be served by negotiation; the public client, however, is obliged 
to demonstrate that some positive advantage will accrue to the public by the 
elimination of competition and tltat he is not showing undue favouritism, 
overlooking the merits of other qualified contractors, or failing to take advantage 
of market conditions at a given time. 

Conclusion 

3.23. While we are sure that competition still has an important part to play, 
particularly in the field of public expenditure, we consider that other methods 
including negotiation can be used with advantage. Our emphasis is on the 
need for flexibility and freedom of choice; not “ is it orthodox? ” but ‘ is it the 
best solution ? ” should be the test. Concern to demonstrate that money from 
the public pmrse has been wisely spent will continue to be an inevitable and 
healthy necessity amongst all public authorities; but it must be more widely 
recognised, by elected representatives and officials alike, that rigid adherence 
to procedures sanctified by long tradition is not necessarily the best way to take 
full advantage of modern techniques, industrialisation and modernisation and 
that the “ best buy ” is more likely to result from the wise use of available 
modern methods. 
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CHAPTER 4 



Some Notes on Procedures 



4.1. The procedures now in use by which tenders are invited and accepted 
and contractors appointed have been much criticised. A number of the points 
which we discuss below are dealt with in two documents published by the 
National Joint Consultative Committee of Architects, Quantity Surveyors and 
Builders — the Code of Procedure for Selective Tendering (1959) (^) and the 
Guide to Procedure for Building Project Management (1963) (^); and for 
Scotland, in the publication entitled “ Competitive Tendering for Building 
Works in Scotland ” (»). Local authority practices are discussed at some length 
in the Study of Building Contracts of Local Authorities published by the Royal 
Institute of Public Administration in 1958 (* *). The advice given in these 
publications has not been following in practice as widely as it might have been. 
We wish they were more widely known and used. We have already said that 
any system of selective tendering must be so used as to be visibly fair, and we 
now draw attention to certain matters which we regard as important in main- 
taining this approach. 

The Approved List 

4.2. The intention of a public authority to compile an approved list of firms, 
from which a short list will be chosen for each particular project, should be 
announced by pubhc advertisement, and public announcements of the existence 
of the list should be repeated at intervals, coupled with an invitation to firms not 
already included to apply for admission. By this means, firms which attain the 
required standard will be able to join the list from which a choice is made. It 
is important that conditions of entry should not discourage the admission of 
progressive contractors, for it must not be forgotten tliat many firms prominent 
in the industry today have risen from modest beginnings. Competition from 
newcomers should help to banish any tendency to complacency which may 
■manifest itself among those already established as members of approved lists. 
By the same token firms which prove unsatisfactory in practice must not be 
permitted to remain on the list of approved contractors. 

Importance of reptlar review 

4.3. It is important that contractors should be informed, on enquiry, whether 
or not they are included in an approved list. While protests will doubtless be 
received from time to time from tltose who fail to secure inclusion we consider 
that for the reasons we have given in Chapter 3 it is essential that sound judgment 
should be exercised in compiling the list. Public authorities’ actions are always 
open to criticism, and rightly so. But if the means by which decisions are taken 

P) N.3.C.C., Price Is. Od. (Post free). 

C) N.J.C.C., Price Is. Od. (Post free). 

(“) Published (1962) by the Joint Standing Committee of Architects, Surveyors and Building 
Contractors in Scotland, Price Is. Od. 

(•) Studies of Administrative Metliods Number Seven, R.I.P.A., Price 5s. Od. 
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are fair and reasonable, then no authority need fear attack or refrain from 
actions in deference to it. 

Ad hoc Approved Lists 

4.4. Where public authorities do not maintain formal approved lists of 
contractors, selection can be achieved by advertising in the press for contractors. 
The intention to invite tenders for a contract, of which the main particulars are 
given, is disclosed and interested contractors are invited to submit applications 
for permission to tender. At the same time they are asked to provide evidence 
of their capacity to carry out the work to the standard required. In this way a 
list of suitable contractors is obtained from whom a selection can be made. 

Preliminary invitation to tender 

4.5. A similar procedure may be advisable in some cases even where formal 
approved lists are maintained, preliminary enquiries as to willin^ess to tender 
being issued to advise firms of impending work and to avoid the issue of 
invitations to contractors who are not in a position to tender. In this connection 
we agree with the recommendation in paragraph 39 of the Report of the Joint 
Committee on Tendering Procedure* that contractors so advised “ should be 
informed that refusal of the invitation will not prejudice their opportunities of 
tendering on future occasions ”. 

The Short List 

4.6. In some of the publications to which we have referred and elsewhere it 
is suggested that scales should be laid down to fix the number of contractors 
to be invited to tender for contracts of various sizes. While such a limitation 
might avoid the wasteful use of contractors’ resources, we are not in favour of 
rigidity and would much prefer that the authorities concerned should exercise 
their discretion. It is important that scales should not be so rigidly adhered to 
that firms of appropriate standing who are particularly keen to tender for 
certain jobs are precluded from doing so. 

Opportunities to tender 

4.7. It is obvious that every firm on the approved list will not be invited to 
tender for every contract of the appropriate size, but authorities must ensure 
that all firms on the approved list are, as far as practicable, given the opportunity 
to tender over a period. 

Tendering period 

4.8. The Code of Procedure for Selective Tendering suggests that “ except in 
special circumstances, four weeks should be allowed for the preparation of 
tenders ”. 

4.9. A tenderer who has insufficient time in which to prepare a realistic offer 
will tend to cover himself against possibly relevant but uncertain factors which 
he has felt unable to assess accurately in the time allowed. This cannot be in 
the client’s interest. We do not wish to prescribe any set period for tendering, 
since the time allowed should be governed by the extent and complexity of the 
project; but we consider four weeks is a minimum for other than minor works. 



•N.J.C.C., Price 6d. 
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and many projects will require longer. The proper allocation of time to tender- 
ting is of advantage to all concerned, and to cut this must not be regarded as a 
useful means of reducing the total time required from inception to completion 
of a project. 

Alternative offers 

4.10. Where competition takes place among selected firms of known and 
similar standing, price is generally accepted as the criterion for identifying the 
successful contractor; but there are occasions on which a firm invited to tender 
on the basis of a fully designed scheme also submits a feasible alternative. 
When this happens, a technical assessment of the alternative as well as consider- 
ation of its impact on time and cost is necessary. It has been common practice 
to disregard such alternatives, on the ground that to consider them would cut 
across the principle of parity of tendering. We doubt the wisdom of this 
practice. If a firm has the initiative to produce a novel and possibly better 
technical solution, fully documented, to a problem we cannot see why this 
should be ignored or disclosed to rival tenderers. Such alternatives should be 
assessed on their own merits. 

The need for prompt acceptance or rejection of tenders 

4.11. Once tenders have been received it is important that all tenderers should 
be notified as early as possible whether or not they have been successful. Unless 
this is done, it is liable to cause difficulty for a contractor tendering for other 
work, in assessing his resources. A common practice in the building industry 
where straightforward work is concerned is to decline all but the three lowest 
tenders within three days of their receipt; at the same time, the two runners-up 
are told that although their tenders do not appear to be the most favourable 
their bills of quantities will be sent for if required; and the bills of the lowest 
tenderer are called for. Thus every tenderer is made aware very quickly after 
submitting his tender how he stands. 

Submission of priced bills of quantities 

4.12. While procedures on these lines are to be welcomed, there is still room 
for quicker decisions. At present, priced bills of quantities for building work 
are generally called for from the lowest tenderer only. It would lead to a 
further and welcome saving of time if all tenders were accompanied by priced 
bills of quantities. We see no reason why this should not be done. We know 
that our view is not held by a number of bodies whose opinions we respect but 
we do not share their fears that its acceptance would lead to unfairness; indeed 
it would help to ensure that all tenders are bona fide. It is, of course, normal 
practice in Scotland and in civil engineering. 

Notification of results 

4.13. Once the contract has been let, all tenderers should be supplied with 
lists of the firms who tendered and lists of tender prices. 

Pre-planning before physical commencement 

4.14. The period between the appointment of a contractor and the commence- 
ment of work on site is critical in the development of a project. In this period 
the contractor has to organise his resources and, as we have already pointed out, 
haste at this stage can ruin the prospect of a smooth, well-planned and speedy 
operation. Time spent at this juncture does not mean that the job as a whole 
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will take longer; indeed, difficulties which might lead to costly delays after work 
has commenced can be thought out beforehand and avoided. 

4.15. If, for one reason or another, an early start on site is necessary before 
the details of the main structure of a building are settled, then it is better that a 
preliminary contract for site clearance, preparation and/or foundation works 
should be let and carried out while arrangements for placing the main contract 
are being made. 

Public authorities 

4.16. Public authorities are said to be particularly slow in notifying the 
results offenders and to show undue haste in expecting a physical start once the 
contract has been let. These difficulties may to some extent stem from the 
current loan sanction procedures of Government departments. ^ It should be 
possible, in all save the most exceptional oases, for public authorities to accept 
tenders on the basis of approved estimates in the knowledge that loan sanction 
will follow automatically. Approval to proceed could be given on the basis of 
estimates prepared at working drawing stage, or earlier for work where cost 
yardsticks can be evolved and used; and further reference to Goverriment 
departments should not be required unless tenders exceed the cost limits or 
estimates by more than a given percentage. 

Forward budgeting 

4.17. It is as important in the public field as elsewhere that scarce design skills 
should not be wasted as a result of the abandomnent of schemes for lack of 
finance and that public projects should be carried through from beginning to 
end in a businesslike way without excessive haste in years of plenty or slowing 
down in lean years. This means that finance must be made available on the 
basis of a programme over a period of years. 

4.18. While these principles are realised in many Government departments 
and new forward budgeting procedures have been adopted for a range of work 
in the public sector, it yet remains to apply them over the whole field of public 
works. The idea that these can stop and start in relation to the end of the 
financial year or any other arbitrary date is impracticable and wasteful of public 
money. 

Building regulations 

4.19. We emphasise in this Report that whenever possible the planning and 
execution of building projects should be based on agreed comprehensible 
conditions and standards so that misunderstandings about the rights, obligations 
and responsibilities of any participant in the process can be minimised. 

4.20. Building byelaws are part of the building process. They are made by 
individual local authorities based on Model Byelaws issued for guidance by the 
Ministry of Housing and Local Government. These need not be adhered to by 
local authorities in detail, witlr the result that any person planning or designing 
a building in a particular locality is obliged to conform to local, byelaws which 
may differ materially from those in force elsewhere. This situation contributes 
to the delays and uncertainties about which complaints are made by those who 
wish to build. 
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